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had been a very temporary emergency and the moratoria which
had been declared in various foreign countries, whether allies or
neutrals, could not be prolonged indefinitely, the interruption of
payments from people in enemy countries was a new complica-
tion which was likely to continue for the duration of the War.

The moratorium settled nothing; it merely gave time to seek
other remedies. Of these the following may be mentioned:

(1)   The Courts  (Emergency Powers) Act of 3ist August
preserved all that was really essential in the moratorium, in
that it enabled the Courts to suspend recovery of a debt if the
debtor was unable to pay owing to the War.

(2)  The Bank of England (with a guarantee from the Trea-
sury) first discounted pre-moratorium bills without recourse
to the holders, and then (sth September 1914) undertook to
advance money to enable acceptors to pay them off.

(3)  The joint-stock banks agreed (3ist October) not to call
in the outstanding advances on Stock Exchange securities, and
the Stock Exchange was enabled to reopen (4th January 1915),
but only on a cash basis, and with a schedule of minimum prices.

(4) The foreign exchange position was relieved by an arrange-
ment for the receipt of gold from the United States at Ottawa
to be held there on behalf of the Bank of England, so that the
exposure of the gold to war risks on the Atlantic voyage was
avoided.

These measures permitted the moratorium to be withdrawn
(after two renewals) in November. The crisis was successfully
surmounted. The accepting houses and the discount market
functioned again. The advances of the Bank of England to the
accepting houses were not repayable till a year after the end
of the War, and in the meantime they could take new business
with a clear conscience.

But the assumption of extensive liabilities by the Bank of
England had serious inflationary effects. In any case the Bank
had to make advances to the Government for the initial outlays
of the War. And big further additions to the floating debt in
the form of Treasury Bills meant creations of bank credit by
the joint-stock banks.